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Please  Note! 


This  Workbook  is  basically  a reprinted  version  of  the  Workbook  prepared  for_the  Budget  Roundtable  held  at 
Red  Deer  College  on  March  29-30,  1993. 

Participants  in  the  Roundtable  found  this  Workbook  helpful  in  coming  to  a better  understanding  of  the 
financial  situation  facing  Albertans.  You  are  invited  to  delve  into  the  Workbook  and  reach  your  own 
conclusions. 

The  financial  details  in  the  Workbook  are  largely  historical.  They  help  to  explain  our  past  and  current 
revenues  and  expenditures.  They  are  a snapshot  of  conditions  at  a specific  date.  Those  conditions  and  the 
specific  numbers  have  changed  since  March,  1993  but  the  message  remains  the  same. 

We  have  also  included  several  pages  of  summary  comments  (pp  34-37),  reflecting  views  expressed  at  the 
Roundtable  in  March,  as  well  as  actions  taken  since  that  time  by  the  Government  of  Alberta. 

We  trust  that  this  Workbook  continues  to  stimulate  debate.  We  welcome  your  comments  and  suggestions. 
Please  address  your  comments  directly  to  the  Provincial  Treasurer  or  to  myself.  Co-chair  of  the  Budget 
Roundtable. 


Jim  Dinning 
Provincial  Treasurer 
224  Legislature  Building 
Edmonton,  Alberta  T5K  2B6 


Norm  Wagner 

Co-chair,  Budget  Roundtable 
Suite  2900,  240  - 4th  Ave.  S.W. 
Calgary,  Alberta  T2P  3L8 


phone:  (403)  427-8809 


phone:  (403)  691-7792 


fax:  (403)  428-1341 


fax:  (403)  (403)  691-7869 


https://archive.org/details/rightonnnoneyalbeOOgarr_0 
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Welcome 


March  1993 


Albertans  want  to  talk  about  the  economy  and  they  want  to 
participate  in  doing  something  about  it.  And  we  want  to  listen. 

Premier  Ralph  Klein  has  made  it  clear  during  the  past  few 
months  that  he  supports  efforts  to  get  the  facts  on  the  table  for 
debate.  He  has  frequently  referred  to  a Budget  Roundtable  as  a 
forum  for  a group  of  Albertans  to  come  together  to  understand 
more  fully  the  problems  we  face  and  to  suggest  possible  courses 
of  action. 

That's  exactly  what  we  need  to  do.  Start  with  understanding  the 
problems  we  face  but  don't  stop  there.  Take  the  next  step,  and 
the  toughest  one,  to  look  at  options  and  build  solutions. 

The  ideas  generated  at  the  Roundtable  will  help  focus  on 
solutions  and  set  the  stage  for  the  tough  choices  government 
must  make  in  the  coming  weeks  and  months.  And  I'm  pleased 
that  you've  agreed  to  be  a part  of  the  process. 


I’ve  asked  Norm  Wagner,  former  President  of  The  University  of  Calgary  and  a person  experienced  in 
organizing  successful  roundtables,  and  Ralph  Young,  a well  known  Edmonton  business  person,  to  act  as 
Co-Chairs.  The  content  and  structure  of  the  Roundtable  is  in  their  hands.  I have  no  doubt  that  they  will  put 
together  a stimulating  and  productive  day  and  a half.  My  colleagues  and  I promise  to  listen  and  to  learn. 


The  future  of  our  province  will  be  built  by  creative  and  challenging  ideas,  ideas  that  will  come  from  people 
like  you.  Let's  get  on  with  the  job. 


Jim  Dinning 
Provincial  Treasurer 
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The  economy,  especially  as  it  touches  an  individual  and  a family,  is  clearly  the  main  concern  among 
Albertans.  Jobs,  a secure  future,  a legacy  for  the  next  generation,  are  all  matters  which  are  at  the  surface  of 
our  thoughts.  Albertans  want  to  talk  about  these  matters  and  they  want  to  express  their  genuine  concerns. 
Above  all,  they  want  to  be  HEARD.  No  one  claims  to  have  all  the  answers,  but  everyone  who  feels  strongly 
and  who  has  something  to  contribute  should  be  and  must  be  heard. 

In  order  for  discussions  to  be  worthwhile  they  must  be  based  on  a common  information  base.  Otherwise,  so 
called  discussion  is  little  more  than  the  exchange  of  rhetoric.  Getting  the  facts  on  the  table  is  a major  part  of 
setting  the  stage  for  useful  dialogue. 

What  are  the  facts?  How  did  we  get  into  this  situation? 

What  are  the  current  options?  How  do  we  get  out  of  it? 

These  are  questions  which  can  only  be  answered  by  understanding  the  origin  and  cause  of  our  current 
financial  situation. 

That's  the  purpose  of  this  Workbook.  To  provide  you  with  a straight  talk  - no  smoke,  no  mirrors  - approach 
to  the  financial  situation  of  Alberta. 

The  Workbook  presents  the  real  numbers  in  plain  language,  along  with  some  tough  questions  which  you 
are  asked  to  answer.  It  will  help  you  to  evaluate  Alberta's  financial  situation  and  to  make  your  own 
assessment  of  the  nature  and  magnitude  of  the  problem. 

We  invite  you  to  delve  into  this  Workbook.  We  ask  you  to  formulate  your  questions  and  comments,  and 
then  we  want  you  to  join  fellow  Albertans  for  a day  and  a half  of  serious  work.  We'll  spend  some  time 
making  sure  we  start  from  a common  base  and  are  using  the  same  measuring  sticks.  We  want  you  to  take  a 
turn  at  playing  the  role  of  Provincial  Treasurer.  Hopefully,  we  can  come  up  with  a manageable  list  of  ideas 
which  will  then  be  shared  with  all  Albertans  and  which  politicians  will  take  seriously. 

The  politicians  who  attend  will  have  observer  status,  and  they  will  be  discouraged  from  making  speeches! 
We  agreed  to  this  Roundtable  only  if  they  agree  to  listen  and  learn.  Let's  not  throw  away  the  chance  to  give 
them  constructive  advice. 

Please  come  prepared  to  work  on  this  serious  problem  which  affects  us  now  and  will  greatly  influence  our 
future. 


Norman  Wagner,  Calgary 
Co-Chair 


Ralph  Young,  Edmonton 
Co-Chair 


4 Bringing  It  Home:  A Parable 

The  Story  of  Al  and  Berta 


Our  story  begins  with  an  Alberta 
dream  family  of  thirty  years  ago. 
We  will  call  our  newlyweds  Al 
and  Berta. 

They  were  the  perfect  couple,  well 
groomed,  happily  employed,  living  the 
good  life.  They  raised  children,  took 
holidays  and  bought  things  they  wanted. 
They  had  no  reason  to  suspect  things 
would  change. 

Look  at  them  now  - living  in  a large 
rambling  house,  with  a two  car  garage, 
safely  in  the  suburbs.  Al  works  as  an 
executive  in  the  oil  business,  Berta  is  also 
a professional.  They  have  two  kids, 
Bonnie  and  Kevin,  both  finishing  school 
and  ready  to  imitate  Mom  and  Dad,  and 
lead  the  good  life. 

Bonnie  and  Kevin  study  hard  and  they're 
doing  okay  at  school.  Bonnie  is  finishing 
an  arts  degree  and  Kevin  will  soon 
graduate  from  a two  year  business 
program  at  SAIT.  They  face  a world 
much  less  friendly.  Jobs  are  just  not  that 
plentiful,  and  everywhere  there’s  talk  of 
downsizing,  cutting  and  retrenching. 
They  worry  about  future  jobs  and  wonder 
if  they  will  ever  be  able  to  afford  the 
lifestyle  their  Mom  and  Dad  have  lived. 

Al  and  Berta  worry  about  their  children's 
future  but  they  also  have  their  own 
futures  to  worry  about.  In  building  their 
dream  life,  Berta  and  Al  have  run  up  very 
sizeable  debts  as  they  established  a life 
style  for  the  whole  family.  Now,  they  are 
living  on  the  edge. 


One  day,  Al’s  life  is  changed  when  his 
company  faces  bankruptcy  and  he's  forced 
to  take  a major  cut  in  pay  in  order  to  keep 
his  job.  Berta  still  has  a job  but  there  isn’t 
as  much  security  as  there  once  was  and  she 
worries  that  she  may  lose  her  job. 

Al  and  Berta  now  face  a brand  new 
lifestyle  and  some  very  tough  choices. 

What  went  wrong  with  the  dream? 

How  can  they  go  from  being  successful 
people  with  a comfortable  lifestyle,  to  a 
family  struggling  to  make  just  the 
minimum  payment  each  month  on  the 
credit  cards,  let  alone  retire  the  principal? 
Like  their  city,  their  province,  and  their 
country,  Al  and  Berta  must  face  a 
mounting  debt  and  a new  reality,  and  it 
isn’t  pretty. 

The  story  of  Al  and  Berta  is  not  much 
different  from  the  story  of  Alberta.  Gone 
are  the  heady,  prosperous  days  of  the  past. 
We  thought  they  would  last  forever,  and 
we  were  wrong.  We're  now  in  the  same 
boat  as  the  other  provinces  and  the  federal 
government . . . and  it's  getting  worse. 


ALBERTA  NOW  LOOKS  MORE  LIKE  OTHER  PROVINCES  . . . 


Revenue 


Program  Expenditure 


1985/86 


1992/93 


1985/86 


1992/93 


Gross  Revenue  and  Program  Expenditure 
Source:  Statistics  Canada 
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What  Spoiled  The  Dream? 


In  simple  terms,  we  spent  money  when 
we  had  it  and  built  a lifestyle  we  can 
no  longer  afford  without  borrowing. 

The  standard  of  living  for  anyone  is 
governed  in  large  measure  by  the  amount 
of  wealth  generated  by  the  total 
community.  Alberta's  lifestyle  is  a source 
of  pride  to  us  and  a source  of  envy  for 
others.  But  when  we  build  a lifestyle  not 
on  the  wealth  we  have,  but  on  the  level  of 
wealth  we  used  to  have  and  the  hope  that 
things  will  be  better  tomorrow,  we  can  fall 
into  the  A1  and  Berta  trap.  If  things  do  get 
better,  living  slightly  beyond  our  current 
means  is  not  that  evil.  Many  people  place 
large  mortgages  on  their  new  homes  in  the 
confidence  that  while  the  mortgage 
payments  at  first  are  very  onerous,  regular 
increases  in  salary  over  the  next  few  years 
will  make  the  payments  easy  to  meet  in 
the  future.  If  our  salaries  continue  to 
increase,  we're  fine.  But  when  our  salaries 
drop,  like  Al's  did,  we  have  a big  problem. 

Welcome  to  Canada.  For  years  we  have 
lived  beyond  our  present  means  in  the 
confidence  that  we  can  pay  tomorrow’s 
bills  with  ease.  What  we  didn’t  prepare  for 
was  an  economy  which  did  not  keep  pace 
with  our  tastes. 


The  recession,  and  in  Alberta,  the 
dramatic  drop  in  energy  prices,  burst  the 
balloon.  Now  we  find  ourselves  with  a 
debt  which  is  taking  a real  toll.  The 
amount  of  debt  in  municipal,  provincial 
and  federal  accounts  only,  forgetting 
about  companies  and  individuals,  is  now 
approximately  94%  of  the  value  of  all  of 
the  goods  and  services  we  produce  in  one 
year  - our  Gross  Domestic  Product 
(GDP).  It's  a staggering  amount. 

The  interest  payments  alone  are  sapping 
our  strength  and  hampering  us  from 
doing  good  and  necessary  things.  Each 
day,  interest  on  the  federal  debt  alone 
amounts  to  $125  million  dollars.  For 
Alberta,  daily  interest  payments  are  $3.4 
million.  Every  day!  And  much  of  that 
interest  goes  offshore,  so  the  Canadian 
economy  does  not  benefit  from  it. 

This  really  means  that  if  we  care  about  the 
economy,  about  jobs,  and  social  programs, 
we  have  to  get  excited  and  a bit  angry 
about  our  annual  deficits  and  our 
accumulated  debt.  We  need  to  do 
something  pretty  drastic  before  we  hit  the 
wall.  We  can't  do  it  simply  one  step  at  a 
time.  We  need  to  face  the  whole  problem 
squarely. 


We  need  to  change  our  way  of  thinking, 
focussing  on  outcomes  and  results  rather 
than  just  on  what  we  put  in  to  programs. 
We  need  to  develop  a plan  of  action. 


So  let  s get  on  with  it! 


The  interest  on  the  federal  debt 
alone  is  about  $125,000,000  per 
day.  That’s  more  than  $5 
million  each  and  every  hour. 
Every  week  almost  $900  million 
are  spent  to  service  the  federal 
debt. 

With  that  money,  every  week 
we  could: 

• build  3 Skydomes; 

• construct  over  12,000 
comfortable  residential  homes. 


PUBLIC  DEBT  HAS  MORE  THAN  DOUBLED  IN 
RELATION  TO  THE  SIZE  OF  THE  ECONOMY 


© 
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Year 


Net  Debt  To  GDP  Ratio 

Source:  Based  on  data  from  Statistics  Canada  and  Alberta  Treasury 
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WE^RE  SPENDING  MORE  THAN  WERE  MAKING 


Expenses 


Revenue 


$6-, 


Year 


Albertans  Revenue  and  Expenses 

Source:  Alberta  Treasury  (General  Revenue  Fund  basis) 


A deficit  means  we're  spending  more 
money  than  we  are  taking  in. 

Does  it  matter?  You  bet! 

Albertans  are  inundated  almost  daily  with 
warnings  that  we  had  better  reduce  the 
deficit  and  the  debt  or  else.  As  a result, 
many  of  us  have  a vague  notion  that  there 
is  a problem  and  that  someone  should  do 
something  about  it.  Unfortunately,  too 
few  of  us  are  truly  concerned. 

Much  of  this  lack  of  concern  can  be  traced 
to  a general  lack  of  understanding  about 
just  what  deficits  and  debts  are,  how  bad 
the  problem  has  become,  and  exactly  what 
the  implications  are.  This  has  to  change. 

To  understand  the  problem  and  to  take 
the  next  step  of  considering  how  to  solve 
it,  we  need  to  start  with  deficits.  In  any 
given  year,  a government  has  revenue  - 
money  it  collects  in  the  form  of  taxes  or 
resource  revenues,  and  expenditures  - 
money  it  spends  for  programs,  public 
institutions  and  operation  of  government 
itself  If  government  collects  more  than  it 
spends  on  programs,  it  has  an  annual 
operating  surplus.  However,  if 
government  does  not  collect  enough  to 
pay  for  its  program  expenditures,  it  has  an 
annual  operating  deficit. 


The  problem  gets  worse.  If  we  include  the 
interest  governments  must  pay  for  money 
they  had  to  borrow,  we  get  the  total 
deficit.  This  year,  Alberta's  deficit  is 
expected  to  be  $2.7  billion.  That's  $1,075 
for  every  man,  woman  and  child  in 
Alberta.  Alberta  has  had  both  surpluses 
and  deficits  over  the  last  10  years,  but 
since  1984/85,  we've  had  a deficit  every 
year. 

Why  are  deficits  a problem?  Because  it 
means  you're  living  beyond  what  you  can 
afford,  spending  more  than  you  have. 
That  might  be  okay  for  a short  time,  but 
accumulating  deficit  over  deficit  over 
deficit  leads  to  a more  serious  problem  - a 
growing  and  unmanageable  debt. 


Economists  will  tell  us  that  there  are  times 
when  it  makes  sense  to  have  a deficit. 
Some  government  investments,  education 
for  example,  or  building  roads,  have 
benefits  not  just  in  the  year  you  spend  the 
money,  but  for  decades  to  come. 
Sometimes,  it  makes  sense  to  spread  that 
burden  over  a number  of  years.  Also, 
since  our  economy  has  its  ups  and  downs, 
its  recessions  and  booms,  it's  difficult  for 
government  to  raise  and  lower  taxes 
accordingly.  Deficits  can  help  to  smooth 
out  the  tax  burden.  These  may  be 
reasonable  reasons  for  having  an 
occasional  deficit.  But  no  country  or 
province  can  create  deficits  year  after  year 
without  ruining  their  economy  and 
destroying  the  lifestyle  of  their  people. 

For  a lesson  in  why  not,  look  at  what 
happened  to  the  federal  government. 
During  the  1970's  and  80's,  the  federal 
government  ran  a string  of  consecutive 
annual  deficits.  Every  year,  they  spent 
more  than  they  had.  And  we're  paying  the 
price  for  it  now.  For  every  dollar  the 
federal  government  now  receives  in 
revenue,  30  cents  goes  to  pay  the  interest 
on  the  debt.  In  Alberta,  we're  spending 
1 1 cents  of  every  dollar  on  interest 
payments  and,  if  we  don't  deal  with  the 
problem,  that  11  cents  will  grow  to  15 
cents,  then  30  cents  then  . . . 


INTEREST  PAYMENTS  SWALLOW  FEDERAL  SURPLUS 


$20  - 


The  Federal  Deficit 

Source:  Statistics  Canada  and  Finance  Canada 


What  is  Debt? 


Again,  let's  start  with  simple  terms. 
The  simplest  way  to  explain  it  is 
that  debt  = deficit  + deficit  + 
deficit  + . . . 

Alberta  had  the  luxury  of  operating 
surpluses  in  1981/82,  1983/84  and 
1984/85,  when  revenue  from  oil  and  gas 
was  high.  But  as  we  saw  in  the  previous 
section,  since  1984-85,  we  have  had 
deficits  every  year.  Like  the  federal  case, 
the  cost  of  servicing  the  provincial  debt  is 
becoming  an  increasingly  important  factor 
in  the  province's  budget  picture.  We  now 
spend  more  on  servicing  the  debt  than  we 
spend  on  post-secondary  education! 

"Annual  income  twenty  pounds, 
annual  expenditure  nineteen  nineteen 
six,  result  - happiness.  Annual 
income  twenty  pounds,  annual 
expenditure  twenty  pounds  ought  and 
six,  result  - misery. " 

(David  Copperfield,  Charles  Dickens) 

What  is  the  debt?  How  much  do  we  owe? 
The  Auditor  General  has  set  Alberta's 
public  debt  at  $17.4  billion  as  of  March 
31,  1992.  That's  more  than  we  spend  on 
all  programs  and  services  in  one  year!  In 
comparison,  on  March  31,  1986,  when  oil 
prices  were  still  high,  our  public  debt  was 
just  over  $3  billion. 

These  are  big  numbers.  And  sometimes 
that  makes  it  almost  impossible  for  many 
of  us  to  understand.  So  let's  try  to  put 
them  in  perspective.  What's  the  burden  of 
debt  that  each  one  of  us,  as  Albertans,  has 
to  carry?  In  1985-86,  the  burden  of 
public  debt  per  person  was  $1,352.  By 
1991-92,  that  number  had  grown  to 
$6,900,  a whopping  five  fold  increase,  in 
six  short  years.  This  is  how  much  each  of 
us  would  have  to  pay  if  we  were  to  pay  off 
the  provincial  debt  tomorrow.  And  let's 
not  forget  about  federal  debt.  Add 
another  $15,667  per  person! 


Another  way  to  look  at  debt  is  to  consider 
how  it  compares  to  how  much  we  earn. 
The  ratio  of  Alberta's  debt  to  its  GDP  was 
fairly  stable  from  1980-81  to  1984-85  but 
then  a big  jump  occurred.  And  it  has 
climbed  every  year  since.  The  debt  to 
GDP  ratio  went  from  less  than  5%  in 
1985-86  to  24%  in  1991-92,  nearly  a five 
fold  increase.  In  comparison,  the  federal 
debt  is  now  over  60%  of  GDP. 

The  message?  We  have  to  get  out  of  the 
vicious  deficit  and  debt  problem.  Each 
year's  deficit  builds  a bigger  debt  and  a 
bigger  hole  for  us  to  climb  out  of  How 
has  the  debt  gotten  so  big? 


During  the  last  75  days  of  the 
fiscal  year  Alberta  operates 
entirely  on  borrowed  money. 


The  Alberta  Deficit 

Source:  Alberta  Treasury  (General  Revenue  Fund  basis) 


The  Debt:  My  How  You've  Grown  g 


Grown?  As  we  saw  in  the  last 
section,  the  debt  hasn't  just 
grown,  it  has  exploded!  In 
Alberta,  public  debt  per  person  is  5 times 
more  than  it  was  in  1985-86. 

How  did  this  happen?  In  a number  of 
ways.  First,  go  back  to  the  deficit 
problem.  Every  year  that  we  had  another 
. deficit,  the  debt  problem  just 
compounded,  because  not  only  were  we 
spending  more  than  we  took  in,  but  we 
were  borrowing  to  pay  for  it. 

Then  there's  interest.  When  debt  grows 
rapidly,  so  do  interest  payments.  This 
adds  to  the  momentum  towards  higher 
and  higher  debt  as  interest  payments  use 
up  a greater  percentage  of  every  dollar  of 
revenue  raised  by  government.  In  1985- 
86,  virtually  none  of  provincial  revenue 
I went  to  servicing  the  provincial  debt.  By 
1992-93,  the  share  of  provincial  revenue 
devoted  to  servicing  the  debt  climbed  to 
i over  11%. 

The  effects  of  compound  interest  can  be 
vicious.  Again,  let's  look  at  the  federal 
government  experience.  In  1984-85,  the 
federal  debt  was  $206  billion.  By  1991-92, 
just  the  compound  interest  more  than 
doubled  the  actual  size  of  the  debt. 
Alberta  can't  get  into  this  trap. 


HOW  MUCH  DO  WE  EACH  OWE? 


1991/92 


Net  Federal  and  Alberta  Debt  Per  Person 

Source:  Based  on  Finance  Canada,  Statistics  Canada,  and  Alberta  Treasury 


Some  Albertans  say  the  debt  has  grown  so 
much  because  of  the  much-publicized 
losses  on  major  government  investments 
in  businesses.  This  is  a serious  concern. 
But  even  without  those  losses,  our  debt 
would  still  be  in  the  range  of  a staggering 
$16  billion. 


So  what  have  we  learned  about  Alberta's 
public  debt?  First,  we  have  seen  that  no 
matter  how  we  measure  it,  the  public  debt 
is  big  and  getting  bigger.  Both  on  a per 
person  basis  and  as  a percentage  of  GDP,  it 
has  increased  to  almost  five  times  what  it 
was  in  1985-86.  Second,  we  have  seen 
that  interest  costs  for  servicing  the  debt  are 
eating  up  a bigger  and  bigger  share  of 
government  revenue. 


Alberta  does  have  a deficit  and  debt 
problem,  and  it  is  getting  worse. 


Alberta's  debt  increases  at  a 
rate  of  $314,000  per  hour. 
During  the  30  hours  we  will 
meet  at  Red  Deer,  our  debt  will 
increase  by  10  million  dollars!! 
$87.00  per  second 


10  Why  Should  Debt  Concern  Us? 


Why  should  we  care  about  debt? 

How  does  it  affect  what  we  do? 
These  are  the  answers. 

1.  Government  borrowing  causes  higher 
interest  rates  and  slower  economic 
growth. 

Government  borrowing  must  compete 
with  the  private  sector  for  household 
savings.  This  competition  puts  upward 
pressure  on  interest  rates.  Higher  interest 
rates  discourage  people  from  buying 
houses,  furniture  and  cars,  and  it  also 
discourages  businesses  from  investing  in 
machinery  and  equipment.  Higher  interest 
rates  also  increase  the  value  of  the  dollar 
and  that  hurts  our  exports.  Put  those  two 
factors  together  and  the  result  is  slower 
economic  growth. 


2.  Government  borrowing  causes  greater 
reliance  on  foreign  capital  markets. 

If  domestic  savings  are  not  enough  to  meet 
their  needs,  business  or  government  has  to 
borrow  on  foreign  markets.  This  puts  us 
at  the  mercy  of  the  vagaries  of  those 
foreign  markets.  At  some  point,  foreigners 
may  not  want  to  continue  lending  to  us  or 
even  to  hold  on  to  our  existing  debt.  The 
result  would  be  a cash  flow  crisis. 
Furthermore,  interest  payments  made  on 
foreign  markets  take  money  out  of  Canada 
and  are  a drain  on  our  economy. 

3.  Government  borrowing  can  result  in 
the  vicious  cycle  of  large  deficits  leading 
to  interest  payments  leading  to  large 
deficits  . . . 

Large  deficits,  and  the  large  debt  which 
inevitably  follows,  mean  large  debt 
servicing  costs.  In  turn,  large  debt 
servicing  costs  just  add  to  the  deficit 
problem. 


HOW  MUCH  GOES  TO  INTEREST? 


Year 

Cents  Of  Every  Revenue  Dollar  Spent  On  Interest  Payments 

Source:  Finance  Canada  and  Alberta  Treasury 


This  is  the  problem  faced  by  the  federal 
government  in  recent  years.  Rapid 
increases  in  interest  payments  ate  up  their 
tax  increases  and  the  savings  they  made 
from  expenditure  restraint.  This  is  a 
vicious  trap  Alberta  needs  to  stay  out  of 

4.  Borrowing  limits  government's  ability 
to  respond. 

High  deficits  limit  government's  ability  to 
take  initiatives  to  assist  the  economy  in 
times  of  distress.  Whether  that  means  job 
creation  programs  or  shielding  businesses 
and  farmers  from  the  worst  effects  of  a 
downturn  in  the  economy  - if  government 
is  spending  a major  portion  of  its  budget 
servicing  the  debt,  its  hands  are  tied. 


Alberta 

Federal 


What  A Debt  Crisis  Might  Look  Like  n 


Have  you  ever  thought  about  what  a debt  crisis  might  look  like?  Are  we 
anywhere  near  this  serious  problem  in  Alberta?  Read  Terence  Corcoran* s article 
and  decide. 


1.  is  there  really  a problem?  Most  individuals  and  companies 
carry  debt.  How  much  public  debt  can  we  live  with? 


2.  What  do  you  see  as  the  major  causes  of  the  current 
debt  problem? 


3.  Our  current  standard  of  living  is  based,  in  part,  on 

borrowed  money.  What  happens  when  no  one  is  willing  to 
lend  us  any  more  money? 


4.  How  do  we  develop  the  public  wiii  to  change 
our  expectations? 


^MSyTES 


REVENUE  AND 


EXPENDITURE 


’its 
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SERVING  THE  PEOPLE  OF  ALBERTA  - EVERY  DAY,  1993 


Each  and  every  day,  the  Government  of  Alberta 
spends  our  money  in  the  following  ways: 

Health  $9,841 ,000 

Education  7,753,000 

Social  Services  5,181 ,000 

Interest  on  Debt  3,384,000 

Agriculture  and  Economic  Development  2,586,000 
Transportation  and  Utilities  1 ,797,000 

General  Government  1 ,569,000 

Law  and  Order  1 ,542,000 

Support  to  Municipalities  701 ,000 

Environment  and  Resource  Conservation  564,000 
Housing  517,000 

Recreation  & Culture  367,000 

Other  1 ,233,000 


Every  day,  the  Government  of  Alberta  collects  our 
money  in  the  following  ways: 

Personal  Income  Tax  $7,644,000 

Oil  and  Natural  Gas  6,164,000 

Transfers  from  Government  of  Canada  4,540,000 
Heritage  Fund  Income  2,795,000 

Corporate  Income  Tax  1 ,726,000 

Fuel  Tax  1 ,370,000 

Liquor  Board  Profits  1 , 1 37,000 

Tobacco  Tax  890,000 

Other  Taxes  and  Fees  1 ,663,000 

Miscellaneous  1 ,553,000 


TOTAL  EXPENSES  EVERY  DAY 


TOTAL  REVENUE  EVERY  DAY 


$37,035,000 

$29,482,000 


TODAY'S  DEFICIT 


$7,553,000 


Where  Our  Money  Comes  From  17 


OUR  RESOURCE  REVENUE  HAS  BEEN 
CUT  BY  TWO  BILLION  DOLLARS  . . . 


We  averaged  $4.3  billion  per  year 
from  1981  - 1985 


We  averaged  $2.3  billion  per  year 
from  1987  - 1992 


Year 


Alberta  Resource  Revenue 
Source:  Alberta  Treasury 


!The  Alberta  government  takes  in 
nearly  $30  million  each  day.  That 
adds  up  to  $10.76  billion  for  this 
year.  The  biggest  source  of  that  revenue  is 
' personal  income  taxes  - $7.6  million  per 
^ day,  $2.8  billion  for  the  year.  That 
||  amounts  to  26%  of  all  revenue.  The 
||  second  biggest  source  - 21%  - is  revenue 

I'  from  oil  and  gas.  Transfers  from  the 
‘ federal  government,  primarily  for  health, 
education  and  social  services,  are  the  third 
1 major  source  of  revenue.  And  the  fourth 
! largest  source  comes  from  Alberta 
I Heritage  Savings  Trust  Fund  income. 

Charts  on  this  page  show  the  sharp 
, contrast  between  the  revenue  picture  now 
! and  the  revenue  picture  in  1985-86.  As 
:j  Albertans  know,  our  economy  and  the 
j government's  revenue  picture  changed 
) dramatically  when  energy  prices  collapsed 
I in  1986.  Resource  revenue  fell  by  over 
j 60%  and  corporate  income  tax  revenue 
Ij  fell  by  almost  as  much.  The  impact  was 
J that  total  government  revenue  dropped  by 
I 30%  in  one  year. 

Since  that  time,  the  revenue  picture  has 
j improved  only  slightly.  Revenues  have 
ij  grown  by  just  over  2%  per  year  since 
1 1987-88,  below  the  growth  in  inflation 

and  well  below  the  growth  of  Alberta's 
! economy. 

. Government  revenues  from  oil  and  natural 
ij  gas  have  decreased  at  an  average  rate  of 
; over  2%  per  year  since  1987-88,  dropping 
from  37%  of  our  total  revenues  to  just 
21%.  Heritage  Fund  income  has  fallen 
from  16%  in  1985-86  to  less  than  10%  of 
revenues  today.  On  the  other  hand, 
personal  and  corporate  income  taxes  have 
I each  increased  by  4.5%  to  make  up  for  the 
L||  collapse  in  resource  revenue. 

Ill 

I Another  problem  with  revenues  comes 
j with  trying  to  forecast  what  they  will  be. 
j In  the  past,  projections  of  oil  and  gas 
I revenues  have  often  been  inaccurate. 

People  expected  them  to  increase  and  they 
i haven't. 


That  means  our  deficits  have  been  more 
than  we  expected.  We  need  to  get  a better 
handle  on  how  we  forecast  revenues  so  we 
can  plan  our  budgets  accordingly. 

The  problem  with  forecasting  revenues 
stems  from  the  fact  that  we're  not  in 
control  of  the  factors  that  affect  our 
revenues.  Alberta  is  a price  taker  not  a 
price  setter.  The  value  of  our  traded  goods 
and  services  is  set  elsewhere.  We  don't 
control  interest  rates.  We  don't  control  oil 
and  gas  prices.  A decision  in  California 
about  purchasing  Alberta  gas  can  make  a 
dramatic  change  in  our  revenues  - up  or 
down.  The  result  is  that  Alberta  is  left  in 
the  position  of  constantly  having  to  adapt 
to  decisions  made  elsewhere. 


How  does  our  revenue  picture  compare  to 
other  provinces?  It  depends  if  you're 
looking  at  before  or  after  the  energy  price 
collapse.  Before,  Alberta  took  in  much 
more  revenue  per  person  than  any  other 
province,  despite  having  the  lowest  tax 
rates.  After  the  energy  collapse,  the  story 
is  entirely  different. 

In  1992-93,  Alberta's  revenue  per  person 
is  expected  to  be  less  than  the  national 
average.  Our  resource  revenue  is  no 
longer  enough  to  offset  our  low  taxes. 

So  we're  now  in  the  same  boat  with 
everyone  else.  Gone  are  the  days  when  we 
had  enough  extra  revenues  to  create  the 
Heritage  Savings  Trust  Fund.  Gone  are 
the  days  when  we  had  no  tough  decisions 
to  make. 


WHERE  WE  USED  TO  GET  OUR  MONEY 


Non-renewable 
resource  revenue 
36.9% 


Heritage  Fund 
investment  income 

16.9% 


Corporate  Income  Tax 


Other  Taxes 

2.4%  Tobacco  Taxes  Fuel  Taxes 

1%  $0 


General  Revenue  Fund:  Revenue  1985186 
Source:  Alberta  Treasury 


WHERE  WE  NOW  GET  OUR  MONEY 


Non-renewable 
resource  revenue 
20.9% 


Heritage  Fund 
investment  Income 
9J:% 


Personal  Income  Tax 
25.9% 


Corporate  Income  Tax 
5.9% 


General  Revenue  Fund:  Revenue  1992193 

Source;  Alberta  Treasury 
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18  Where  We  Spend  Our  Money 


Now  that  we  know  where  the 
money  comes  from  and  how 
much  we  get,  let's  look  at  what 
we  spend  and  on  what. 

Charts  on  this  page  show  where  we  spend 
our  money  now  and  how  that  has  changed 
since  1985/86.  Total  spending  in  this 
fiscal  year  is  expected  to  by  $13.5  billion, 
that's  $37  million  a day. 

There  are  two  main  types  of  spending: 
•spending  on  programs  - services  to 
Albertans  such  as  health,  education, 
municipal  programs,  social  services  and 
economic  development,  as  well  as 
valuation  adjustments  to  accommodate 
losses  on  investments,  loans  and 
guarantees  made  in  previous  years,  and 
•debt  servicing  costs  - interest  the 
government  has  to  pay  on  money  it 
borrowed  to  provide  services  this  year  and 
in  previous  years. 

As  we've  learned  in  previous  sections,  the 
second  type  of  spending  - debt  servicing 
costs  - has  grown  and  keeps  on  growing. 
Interest  costs  now  are  $3.4  million  per  day 
for  a total  of  $1.25  billion  per  year.  That's 
a million  dollars  more  than  we  spend 
every  day  on  our  entire  provincial  justice 
system  and  protection  of  Alberta's 
environment. 

Most  of  the  money  goes  to  program 
spending  - roughly  $33  million  per  day  or 

WHERE  WE  USED  TO  SPEND  OUR  MONEY 


Protection  of  persons 
and  property 


21.5% 

General  Revenue  Fund:  Expenditures  1985186 

Source:  Alberta  Treasury 


$12  billion  per  year  is  spent  on  programs. 
Almost  three-quarters  of  government's 
program  spending  goes  in  the  form  of 
grants.  Valuation  adjustments  to  make  up 
for  losses  cost  about  two  thirds  of  a 
million  dollars  per  day. 

About  70%  of  program  money  is  spent  on 
the  "big  three"  - health,  education  and 
social  services. 

To  break  this  down  to  more  simple  terms, 
almost  70  cents  of  every  dollar  spent  on 
programs  goes  to  the  "big  three”.  Roughly 
30(1  goes  to  a number  of  other  important 
programs: 

• 8 cents  goes  to  agriculture  and  economic 
development 

• 5 cents  goes  to  transportation  and  utilities 

• 5 cents  goes  to  protection  of  persons  and 
property 

• 5 cents  goes  to  general  government 

• 2 cents  goes  to  regional  planning  and 
development 

• The  last  5 cents  goes  to  all  other  program 
categories  including  environment  and 
resource  conservation,  housing,  recreation 
and  culture 

Just  like  the  revenue  picture,  the  spending 
picture  also  has  changed  since  1985-86. 
Debt  servicing  costs  have  grown  to  take  up 
more  and  more  of  our  total  spending. 
Program  spending  grew  significantly  in  the 
early  '80's  but  since  1986-87,  it  has  grown 
by  an  average  of  only  3%  per  year.  But 
even  with  what  looks  like  a modest  rate  of 
growth,  program  spending  has  grown  by 
$5.3  million  a day,  a total  growth  of  about 
20%.  And  remember  that  during  that 
same  period,  revenues  increased  by  only 
2%  per  year. 

If  you  look  at  the  total  spending  pie,  the 
size  of  the  pie  that  goes  to  health, 
education  and  social  services  has  increased 
from  61%  in  1985-86  to  about  70% 
today.  Program  spending  in  other  areas 
now  takes  up  less  of  the  total  pie  and  we 
actually  spend  less  in  those  other  areas 
than  we  did  in  1985-86. 


Spending  has  increased  considerably  in 
health,  social  services  and  education. 
Since  1987-88,  spending  in  health  and 
social  services  has  grown  by  more  than  7% 
per  year.  This  is  about  2%  more  than  the 
combined  rate  of  inflation  and  population 
growth.  Health  and  social  services 
spending  now  accounts  for  about  45%  of 
total  program  spending.  On  the 
education  side,  spending  on  basic 
education  has  grown  by  5%  per  year  and 
3.5%  per  year  for  post-secondary 
education  during  the  same  time  period. 

How  does  our  spending  compare  with 
other  provinces?  Seven  years  ago,  we  took 
in  a lot  more  money  than  the  other 
provinces.  And  we  spent  it.  Not  only  our 
revenues  but/Our  spending  far  exceeded 
that  of  other  provinces.  The  situation  has 
changed  in  recent  years  but  we  still  spend 
about  $485  per  person,  or  9%,  more  than 
the  national  average.  Our  spending  on 
health,  education  and  social  services  is  still 
slightly  higher  - about  4%  higher  - than 
the  national  average.  On  other  programs, 
we  spend  considerably  more  - 20%  more  - 
than  the  national  average. 


WHERE  WE  NOW  SPEND  OUR  MONEY 


Protection  of  persons 
and  property 


General  Revenue  Fund  Expenditures:  1992193 
Source;  Alberta  Treasury 
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y Overtaxed?  19 

verybody  thinks  they  pay  too  much 
in  taxes! 


: ( But  when  you  compare  Alberta  with  other 
I provinces,  it's  clear  that  Albertans  pay  less 
in  taxes. 


There  are  several  ways  you  can  compare 
I taxes  among  provinces.  One  is  to  look  at 
! the  average  number  of  dollars  in  tax 
i revenue  collected  by  provincial 
governments  from  every  man,  woman  and 
child.  Using  this  approach,  it's  clear  that 
Albertans  pay  a smaller  amount  in 
provincial  taxes  than  people  pay  in 
Ontario,  British  Columbia  or  Quebec.  In 
I recent  years,  however,  personal  income  tax 
I in  Alberta  has  grown  while  corporate 
income  tax,  in  total,  has  dropped. 


A second  way  to  compare  taxes  is  to  look 
at  the  actual  tax  rates  for  each  province. 
Using  this  approach,  the  conclusion  is 
clear:  Albertans  pay  less  tax.  Both  the 
basic  rate  for  personal  income  taxes  and 
the  high  income  surtax  are  lower  in 
Alberta.  On  the  corporate  side,  the 
general  rate  is  lower  than  most  other 
provinces  and  the  small  business  rate  is 
lower  than  all  provinces  except  Quebec. 
Our  gasoline  tax  is  the  lowest  in  Canada, 
our  tobacco  tax  is  about  the  middle  of  the 
pack,  and,  of  course,  we  have  no  sales  tax. 


Most  Albertans  would  like  to  pay  the 
lowest  amount  of  taxes  possible,  getting 
down  to  only  what's  necessary.  The 
question  is  what's  necessary?  What  do  we 
expect  from  government?  What  are  we 
prepared  to  pay  for?  What  are  the  basics 
and  what  can  we  do  without? 


1992  PERSONAL  AND  CONSUMPTION  PROVINCIAL  TAXES  PAYABLE 


Province 

Tax  ($) 

Difference  from  Alberta  ($) 

Quebec 

6,646 

2,720 

Newfoundland 

6,369 

2,443 

Saskatchewan 

5,808 

1,882 

Ontario 

5,594 

1,668 

Prince  Edward  Island 

5,554 

1,628 

Manitoba 

5,551 

1,625 

New  Brunswick 

5,531 

1,605 

Nova  Scotia 

5,324 

1,398 

British  Columbia 

5,173 

1,247 

Alberta 

3,926 

- 

I Note:  Two  income  family  of  four  with  two  children  aged  8 and  10  and  gross  earnings  of  $55,000  in  1992.  Each  tax  filer  pays  CPP  and 

UI  premiums  and  contributes  at  the  provincial  average  rate  to  tax  assisted  retirement  savings  programs  and  has  other  provincial 
average  deductions  from  net  income.  Includes  provincial  personal  income  tax,  sales  tax,  health  care  premiums,  payroll  tax,  tobacco  tax, 
fuel  tax  and  hotel  room  tax. 
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20  In  Summary 

The  preceding  pages  have  summarized  Alberta's  financial  difficulties.  In  brief,  we 
have  discovered: 


• This  is  not  an  overnight  phenomenon.  Expenditures  have  been 
growing  over  many  years,  revenues  haven't  and,  as  such,  there  are  no  quick 
fixes; 

• Alberta  spends  most  of  its  money  on  health,  education  and  social  services,  in  a 
proportion  not  unlike  other  provinces; 

• Historically,  oil  and  gas  revenues  have  permitted  us  to  maintain 

lower  taxes,  have  no  sales  tax  and  to  spend  a lot  of  money  because  we  had  it; 

• With  a significant  and  prolonged  decrease  in  oil  and  gas  revenues, 

we  have  become  more  like  other  provinces,  facing  high  deficits  and  the  same 
tough  choices; 

• While  some  newer  industries  are  emerging  and  creating  jobs  for  Albertans, 
government  revenues  from  diversification  of  the  Alberta  economy  are  not 
nearly  enough  to  make  up  what  we've  lost  on  oil  and  gas  revenue; 

• We  are  now  faced  with  the  prospect  of  decreasing  the  level  of  our 
expenditure,  increasing  other  revenue  sources  or  a mixture  of  both.  The 
alternative  of  continuing  down  the  current  path  to  more  deficits  and  more 
debt  simply  is  unacceptable. 

Is  there  any  hope?  Of  course.  The  key  is  to  face  the  problem.  The  challenge 
now  is  to  do  something  about  it. 


1.  What  government  programs  are  essential  and  can't  be 
touched?  What  programs  are  non-essential? 


2.  How  much  room  do  we  have  to  maneuver?  How  much 
slack  or  waste  in  the  system  can  be  eliminated  through 
across  the  board  or  targeted  cuts? 


3.  If  you  had  to  choose  between  solving  the  problem  by 
cutting  expenditures,  by  increasing  revenues,  or  by  a 
combination  of  both,  which  strategy  would  you  prefer?  By 
how  much  would  you  cut  expenditures  or  increase 
revenues? 


4.  Given  the  probiem  with  forecasting  revenues,  what 
strategies  can  we  use  to  make  Aiberta  iess  vuinerable  to 
variations  in  external  markets? 
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If  we  agree  that  sooner  or  later  debts 
must  be  paid,  it  is  imperative  that  we 
consider  carefully  all  the  options.  It  is 
not  adequate  to  come  up  with  lofty  goals. 
The  real  test  comes  when  we  propose 
specific  solutions.  The  solutions  must  be 
workable,  not  pious  dreams.  This,  of 
course,  begs  a horde  of  questions,  some  of 
which  we  touched  upon  in  the  previous 
chapters. 

This  Roundtable  is  to  challenge  a group  of 
Albertans  to  come  up  with  options  and 
courses  of  action  which  need  to  be 
considered  by  politicians.  That  folks,  is  us. 
It's  now  time  to  come  to  grips  with  what 
we  feel  will  be  of  help. 

In  a real  sense,  the  rest  of  this  booklet 
could  be  left  blank.  YOU  fill  in  the 
answers.  In  a few  pages  you  will  find  your 
WORK  PLAN  sheet  to  do  just  that. 
Before  we  do  so,  however,  we  would  like 
to  offer  a few  more  comments  by  way  of 
background. 


First,  here  are  some  things  we  can 't  do: 


1.  Quit  - It's  tempting  to  throw  up  our 
arms  in  despair.  But  it  won't  help.  We 
need  answers,  we  need  solutions,  and  we 
need  them  now.  Every  minute  that  we 
delay,  costs  us  millions  of  dollars. 

2.  Leave  the  problem  to  our  children  - 
This  debt  is  our  debt.  It's  our  problem 
and  the  solutions  have  to  come  from  us. 
Our  "hungry"  generation,  that  is  the 
young  people  in  their  twenties  and 
thirties  who  have  tried  and  tried  to  get 
established  in  these  most  difficult  times, 
are  showing  signs  of  increased  frustration. 
We  simply  cannot  leave  them  our 
problem. 


3.  Shift  and  shout  - We  can't  solve  the 
problem  by  shifting  burdens  from  one 
jurisdiction  to  another,  then  listening  to 
them  shout  and  complain.  It  only 
appears  as  if  we're  solving  the  problem 
and  it  avoids  the  real  issue  - getting  to  the 
root  of  the  problem, 

4.  Leave  all  decisions  up  to  our  elected 
officials  then  complain  when  they  don't 
do  the  right  thing  - It's  tempting  to  say, 
government  created  this  problem  and 
government  can  solve  it.  But  it's  time  we 
took  ownership  of  the  problem  and 
ownership  of  the  solutions. 


"There  are  two  ways  to  reduce 
expenditures.  There  is  the 
inteliigent  way-which  invoives 
going  through  each  department 
and  questioning  each  program. 
Then  there  is  the  stupid  way: 
announcing  how  much  wiii  be 
cut,  and  getting  each 
department  to  cut  that  amount. 
I favour  the  stupid  way." 

Michel  Belanger,  Former  Chair 
of  Nationai  Bank. 


These  are  the  things  we  can  and  must  do: 

1.  Get  on  with  the  job  - Let's  look  at  the 
options  available.  Let's  put  everything  on  the 
table,  use  our  creativity,  challenge  all  our 
traditional  approaches,  and  build  a better  model. 

2.  Set  an  example  for  the  rest  of  Canada  - This 
is  no  small  project.  The  problems  Alberta  is 
facing  are  no  different  from  those  of  other 
provinces  and  the  federal  government,  only  the 
magnitude  is  different.  Failure  to  develop  a 
made-in-Canada  solution  to  Canada's  federal 
and  provincial  debt  means  that  we  open  the  door 
to  solutions  forced  on  us  by  other  agencies  such 
as  the  International  Monetary  Fund.  The  course 
we  help  set  for  Alberta  can  lead  the  way  for  the 
rest  of  Canada. 


Closing  The  Gap 


Closing  the  gap  between  revenue 
and  expenditure  is  a common 
theme  today.  President  Clinton 
has  put  forward  elements  of  a plan  to 
: accomplish  this  goal.  To  do  so,  he  is 
I planning  to  raise  $2.00  in  new  taxes  for 
I every  $1.00  he  cuts  from  existing 
•1  spending.  Is  that  the  preferred  way  to 
proceed  in  Alberta?  Do  we  have  the  scope, 

‘ or  the  stomach,  for  increased  taxes  in  our 
I province  and  our  country?  Have  we 
reached  an  upper  limit  for  taxation?  Many 
countries  have  imposed  a Value  Added 
Tax,  comparable  to  our  GST,  at  rates  far 
higher  than  we  have  experienced.  Are  you 
in  favour  of  closing  the  gap  simply  by 
raising  more  revenue? 

{ On  the  other  hand,  a lot  of  Albertans  are 
saying,  don't  you  dare  raise  taxes.  Get 
government  spending  in  line  first.  Then 
! and  only  then  are  we  prepared  to  look  at 
j increases  in  taxes. 

! While  either  of  these  two  general 
directions  - raising  taxes  or  cutting 
spending  - can  close  the  gap,  the  cure 
might  be  worse  than  the  disease.  If  we're 
not  careful,  more  revenue  can  merely 
mean  that  we  have  more  money  available 
to  spend.  Spending  could  increase,  not 
decrease,  and  the  problems  we  face  today 
! would  become  far  more  onerous  in  the 
I end  unless  we  are  prepared  to  make  ever 
i greater  contributions  to  our  Treasury. 

Curtailing  spending  implies  the  tough 
decisions  we  are  familiar  with  every  day. 
Downsizing  or  "right  sizing"  is  becoming 
part  of  our  everyday  vocabulary.  This 
strategy  suggests  spending  cuts  in  certain 
I areas  and  re-deployment  of  limited 
j resources  in  a more  creative  and  helpful 
‘ way.  While  the  choices  are  difficult, 

| i progress  can  be  made  with  the  prospect  of 
I smarter  use  of  existing  resources. 

I 


Is  it  possible  that  we  can  spend  "smarter?" 
Experience  in  the  private  sector  suggests 
that  significant  savings  can  be  made  by 
asking  tough  questions  throughout  the 
organization.  Changes  of  the  magnitude 
we  have  been  discussing,  however,  are  not 
attainable  without  major  surgery. 


• Reduce  benefits  of  MLA 
pension  plan 

• Do  away  with  the  Legislative 
Assembly  and  all  politicians 

• Cut  the  civil  service  by  20% 


• Corporate  taxes  increased  by 
10% 


• Sell  the  Heritage  Fund  and  pay 
down  the  debt. 


• Eliminate  all  spending  on 
Agriculture,  Economic 
Development,  Transportation, 
Justice,  Recreation,  Culture, 
Environment,  assistance  to 
municipal  governments. 


In  all  likelihood,  we  will  have  to  face  a 
strategy  which  combines  several  new 
initiatives  at  the  same  time.  We  will  each 
have  private  thoughts  on  the  matter, 
which  we  ask  you  to  share  for  the  benefit 
of  all. 


• saves  $1.6  million,  enough  to  keep 
the  criminal  justice  system  running 
for  one  day 

• saves  $37  million,  enough  to  fund 
the  province's  share  of  education 
costs  for  5 days 

• saves  $290  million,  enough  to  fund 
health  care  for  29  days 

• increases  revenue  by  $100  million 
(if  businesses  stay),  enough  to  fund 
social  services  for  20  days 

• reduces  the  size  of  the  debt  but  not 
the  deficit 

• BALANCES  THE  BUDGET 


26  Can  Government  Do  It? 


Perhaps  this  raises  the  fundamental 
question.  " Can  we,  can  politicians, 
deal  with  this  issue  in  the  normal 
course  of  political  activity?"  That  is,  if 
politicians  are  elected  to  carry  out  the  will 
of  those  who  elect  them,  and  if  the 
majority  of  the  population  prefers  things 
the  way  they  are,  who  would  be  so  foolish 
as  to  take  a different  course?  Must  we  hit 
the  wall  and  then  have  outside  pressure 
applied  before  we  can  face  up  to  realities? 

Can  politicians  only  lead  existing  parades 
or  can  they  start  parades?  Does  our 
system  force  our  leaders  to  govern  by 
polls?  Are  we  asking  the  right  questions 
when  we  sample  opinion?  Is  our  country 
and  province  ready  for  leaders  who  will 
take  daring  steps  despite  the 
consequences?  We  might  discover  that 
our  citizens  are  ready  for  tough  measures. 


"We  can't  spend  ourselves  rich; 
we  can't  drink  ourseives  sober; 
and  we  will  pay  an  unbearable 
price  if  we  don't  remember  that 
the  power  to  tax  is  the  power  to 
destroy." 


Can  we  tinker  with  revenue  and 
expenditure  and  still  make  a significant 
difference?  Likely  not.  We  are  therefore 
faced  with  a larger  question.  Perhaps  we 
should  be  asking  ourselves  what  essential 
government  services  and  programs  we 
truly  need  and  want.  Let  us  begin  with 
NONE  and  work  our  way  up  from  there! 
Obviously,  developing  this  kind  of  a list  is 
the  easy  job.  Getting  agreement  on  what 
the  priorities  should  be,  which  programs 
should  be  kept  or  cut,  is  where  we  face  the 
biggest  challenge. 


We  hear  almost  ad  nauseum  that  we  are 
facing  a new  economic  order.  We  need  to 
brace  ourselves  therefore  not  for  modest 
alterations  of  long  standing  patterns,  but 
for  fundamental  paradigm  shifts  which 
will  startle  and  challenge  our  assumptions 
and  our  practices. 


"When  you  smile  the  world 
smiles  with  you.  When  you  tax 
you  tax  aione." 

Frederick  G.  Gardiner 
Former  Commissioner  of 
Metro  Toronto 


Poiiticians  don't  often  start 
parades.  Find  them  a parade 
and  they  will  lead  it. 


Now  it's  time  for  you  to  be  the 
Provincial  Treasurer!  Good 
luck.  What  actions  do  you 
think  you  can  sell  to  your  colleagues 
and  to  voters?  How  will  you  fare  in  the 
polls?  Will  the  impact  be  significant 
enough  to  make  a difference?  Can  you 
' separate  long  term  from  short  term 
1[  objectives?  How  do  you  reduce 
I;  spending  and  encourage  economic 
I activity?  How  much  control  do  you 
j think  you  really  have  over  the 
I performance  of  the  Alberta  economy? 

i On  this  page  you  will  find  a "WORK 
‘ PLAN"  tool  for  your  use.  We've  also 
1^  included  a four  page  budget 
I worksheet.  We  will  be  asking  each 
I participant  to  come  up  with  no  more 
: than  two  actions  relative  to  income 
I and  two  actions  regarding  expenditure, 
|j  which  you  would  advocate.  (Extra 
ij  copies  will  be  furnished  to  your 
I workshop  group)  Please  take  the  time 
I to  fill  in  all  the  boxes  on  this  sheet, 
I including  assessments  of  how  you 
measure  progress  or  success  and  note 
I potential  short  and  long  term  winners 
j and  losers. 


Action  or  Activity 


How  To  Complete  The  Task 


Who  Is  Responsible? 


By  When? 


Indicators  of  Success 


Winners  and  Losers 


BUDGET  WORKSHEET 


BUDGET  WORKSHEET 


BUDGET  WORKSHEET 


2%  of  total  expenditure 

reduction  in  local  government  grants  | 

1.7%  of  total  expenditure 

1,5%  of  total  expenditure 

1:3%  of  total  expenditure  (includes  lottery  fund  expenditure) 

5%  of  total  expenditure 

9%  of  total  expenditure 
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REGIONAL  PLANNING  & DEVELOPMENT  1 

of  which: 

Financial  Support  for  Municipalities 

Department  Support  Services  for  Community  Planning, 
Technical  & Administrative  Support,  Regulatory  Boards 

1 Support  for  Natives  & Metis 

HOUSING 

ENVIRONMENT  & RESOURCE  CONSERVATION 

RECREATION  & CULTURE 

of  which: 

I Provincial  Parks 

1 Sport  & Recreation  Development 

Culture 

GENERAL  GOVERNMENT 

of  which: 

Legislative  Assembly,  Executive  Council,  Public  Affairs 
Bureau 

Construction  of  Government  Buildings,  Management  & 
Lease  Costs,  Telecommunications 

1 Grants  in  Lieu  of  Local  Government  Taxes 

1 Federal  & Intergovernmental  Affairs 

1 Treasury 

1 Tax  Collection,  Corporate  Tax  Interest  Refunds 

1 Pension  Reform  & Personnel  Administration 

Valuation  Adjustments  (foreign  exchange  & accounts 
receivable) 

1 DEBT  SERVICING  COSTS 

TOTAL  EXPENDITURE 

BUDGET  WORKSHEET 


1 . Can  elected  officials  make  the  tough  decisions  needed 
and  still  represent  the  many  interests  who  elected  them? 


2.  How  can  interested  individuals  make  a difference?  Do  we 
need  new  forms  of  expressing  our  views  such  as 
referendums  and  propositions? 


3.  What  are  your  views  on  legislation  which  prohibits 
spending  more  than  the  income  available  to 
governments? 


4. 


Should  we  consider  raising  funds  through  a one-time  sale 
of  assets  including  Crown  land,  privatization  and  Heritage 
Fund  assets? 


Action  Needed 


The  facts  outlined  in  the  previous  sections  fueled  the  Budget  Roundtable 

discussions  held  in  Red  Deer  in  March.  There  was  much  debate.  . . some  anger 
. . . some  frustration.  But  at  the  end  of  the  day  there  was  one  clear  message: 

Take  action  now! 

To  guide  the  action  to  be  taken,  the  Budget  Roundtable  produced  the  following  guiding 
principles: 

• More  awareness  and  education  to  help  the  ordinary  Albertan  to  understand  the 
severity  of  the  problem  is  needed  immediately.  Initiatives  must  be  implemented  to 
involve  all  Albertans  in  a way  that  makes  the  experience  of  Red  Deer  available  to 
others. 

• There  is  a growing  public  will  demonstrated  by  the  participants  that  the  debt  must  be 
dealt  with  immediately  and  brought  under  control.  "Our  future  is  at  stake!" 

• We  must  recognize  that  deficit  and  debt  are  the  result  of  our  past  and  current  over- 
expenditures. These  are  problems  we  must  confront  and  not  leave  to  others. 

• Pain  is  inevitable.  It  must  be  shared  fairly. 

• Deficits  must  be  dealt  with  first,  then  debt. 

• All  programs  should  be  examined  for  possible  cuts.  No  program  is  untouchable. 

• Give  flexibility  to  boards  and  organizations  to  carry  out  their  mandates. 

• Interest  groups  must,  at  some  point,  give  way  to  the  interests  of  all  Albertans.  This 
will  require  mature  leadership. 

• The  debt  can’t  be  passed  on  to  others  - the  federal  government,  municipal 
governments  or  local  boards. 

• Create  efficiency  and  public  accountability.  That  means  we  need  to  measure  output 
and  results,  not  just  input. 

• We  are  they?  There  cannot  be  two  solitudes.  The  government  is  none  other  than 
we  taxpayers. 

• Government  must  lead  by  example. 

• There  are  no  quick  fixes  which  will  do  the  job.  The  measures  will  be  tough  but  will 
result  in  a stronger  Alberta. 


Here's  what  people  at  the  Roundtable 
said: 

"A  dramatic  reduction  in  the 
annual  deficit  is  required 
Immediately." 

"There  are  no  quick  fixes  which 
will  do  the  job.  The  measures 
will  be  tough  but  will  result  in  a 
stronger  Alberta." 

"The  impact  and  specifics  of 
how  the  cuts  are  to  be 
administered  must  be  left  up  to 
the  people  with  management 
responsibilities." 

"We  can't  leave  it  up  to  the 
politicians  to  do  it  for  us.  We 
need  to  take  responsibility 
ourselves." 


"We  need  a message  of  hope. 
Without  hope  for  a better 
future,  no  one  will  be  willing  to 
take  on  the  burden  of  change. 
Instilling  hope  that  there  is 
light  at  the  end  of  the  tunnel 
will  give  us  the  strength  to 
move  forward." 


"Each  of  us  will  feel  it  in  our 
households  and  as  Albertans 
we’re  going  to  have  to  make  a 
contract  not  to  whine  about  it. 
Everyone  will  have  to  share  the 
pain.” 


Government  Response 


Two  important  steps  have  been  taken  since  those  Budget  Roundtable  discussions  in  Red  Deer.  First,  the  Financial  Review 

Commission  confirmed  the  stark  reality  of  Alberta's  budget  problems.  And  second,  the  government  introduced  Budget  '93 
and  a financial  plan  for  balancing  the  budget  by  1996-97. 

The  message  from  the  Financial  Review  Commission  was  no  surprise:  The  need  for  Albertans  to  support  change  is  urgent.  The 
Commission  confirmed  that  the  province  is  spending  more  than  it  can  afford,  has  done  so  every  year  for  the  last  eight  years,  and  the 
rate  of  overspending  is  increasing.  They  urged  government  to  adopt  a plan  to  eliminate  annual  deficits  completely  as  the  first  step 
then  take  action  on  the  accumulated  debt. 


i‘ 


And  the  government  agreed. 


On  May  6,  1993,  the  Government  introduced  a budget  that  reduced  spending  by  close  to  $700  million  for  1993-94  alone.  They 
introduced  a financial  plan,  backed  up  by  a new  Deficit  Elimination  Act,  to  eliminate  the  deficit  by  1996-97.  The  legislated  deficit 
reduction  targets  are  as  follows: 


1992- 93  forecast  deficit 

1993- 94  target  deficit 

1994- 95  target  deficit 

1995- 96  target  deficit 

1996- 97  target 


$3.17  billion 
$2.50  billion 
$1.80  billion 
$0.80  billion 
a balanced  budget 


Flighlights  of  the  decisions  made  in  Budget  '93  are  as  follows: 


• No  tax  increases,  no  new  taxes  and  no  sales  tax. 

j • $690  million  cut  from  the  annual  consolidated  deficit  for  1993-94.  That's  a 22  percent  reduction  in  the  deficit. 

1 • More  than  $130  million  saved  by  eliminating  waste  and  duplication,  reorganizing  and  downsizing  government. 

] • The  number  of  government  employees  reduced  by  over  2500  positions. 

• Operating  budgets  cut  for  14  of  the  16  government  departments. 

1 • Funding  for  education  increased  to  pay  for  increased  enrollments  in  schools,  inequities  among  school  jurisdictions,  loans  for 
j students  attending  post-secondary  programs. 

1 • Funding  for  health  reduced.  In  the  budget,  this  reduction  was  set  at  $127  million  but  announcements  in  July  have  revised  that 
target  to  close  to  $190  million  due  to  increased  costs.  Health  care  premiums  will  increase  effective  September  1. 

• Changes  to  social  welfare  benefits  targeted  to  save  $154  million. 

• Changes  to  the  way  government  does  business  mean  that  delivery  of  registry  and  licensing  services  will  be  privatized  and  a number 
of  government  agencies  and  committees  will  be  amalgamated  or  eliminated  entirely. 


i 


ii 


I 


n addition  to  those  specific  actions  for  1993-94,  government  outlined  A Plan  for  Change,  a four  year  financial  plan  to  set  the 
direction  for  balancing  the  budget.  The  plan  is  based  on  getting  spending  in  line  with  no  tax  increases.  And  it's  based  on 
conservative  projections  of  revenues  from  non-renewable  oil  and  gas  resources. 


A Plan  for  Change  outlines  four  strategies: 


1 legislate  an  enforceable  plan  to  balance  the  budget  by  1996-97, 

2 set  clear  priorities  and  stick  to  them, 

3 act  on  Alberta's  economic  and  job  generation  strategy, 

4 change  the  way  government  does  business. 


In  financial  terms,  the  plan  calls  for  a reduction  of  20  percent,  or  nearly  $2.5  billion,  in  program  spending  by  1996-97. 


Do  we  have  the  determination  and  will  to  follow  through? 


The  plan  sets  out  four  priority  areas: 

• the  economy  and  jobs  for  Albertans 

• education 

• health 

• maintaining  quality,  affordable  services  to  Albertans 

In  terms  of  the  economy,  government  sees  its  responsibility  as  one  of  creating  a positive  economic  environment  where  business  and 
industry  can  do  what  they  do  best  - create  and  maintain  jobs  for  Albertans.  In  the  government's  words,  the  days  of  trying  quick  fixes 
and  direct  government  intervention  in  the  economy  are  gone.  Instead,  the  budget  plan  calls  for  action  to: 

• get  rid  of  unnecessary  rules  and  regulations  that  stifle  business  and  add  to  their  costs, 

• transfer  collection  of  Alberta's  corporate  tax  to  the  federal  government, 

• set  up  a tax  reform  commission  to  improve  Alberta's  competitive  tax  position, 

• get  out  of  the  business  of  direct  business  subsidies,  and 

• reduce  barriers  to  trade  across  Canada. 

In  education  and  health,  specific  roundtable  discussions  were  called  for  in  the  budget  plan  and  will  proceed  this  summer  and  fall. 


ther  initiatives  in  the  financial  plan  focus  on  changing  the  way  government  does  business.  The  initiatives  fall  into  five 
categories:  open  and  accountable  government,  eliminating  duplication  and  waste,  improving  the  cost-effectiveness  of 
programs,  encouraging  innovation  and  creativity,  and  establishing  new  partnerships.  Highlights  include: 


Open  and  accountable  government: 

u 

• the  budget  roundtable  process  started  in  Red  Deer  in  March  will  continue. 

! • a public  review  of  the  role  and  future  of  the  Alberta  Heritage  Savings  Trust  Fund  will  be  carried  out. 

1^*  action  will  be  taken  on  the  recommendations  of  the  Financial  Review  Commission  and  the  result  will  be  timely  and  clear 
reporting  to  Albertans  and  a focus  on  performance  and  results. 

! • spending  from  the  Lottery  Fund  will  be  approved  by  the  Legislative  Assembly. 


i Eliminating  duplication  and  waste: 

i 

i 

'(  • the  size  of  government  will  be  reduced. 

• the  number  of  boards,  agencies  and  commissions  reporting  to  government  will  be  reduced. 

• programs  that  do  not  meet  priority  needs  will  be  eliminated. 

• a new  management  board  structure  will  be  set  up  to  oversee  management  of  financial  affairs  and  financial  planning  activities, 
i Improving  the  cost-effectiveness  of  programs: 

j • each  department,  agency  and  organization  receiving  government  grants  will  be  required  to  prepare  three-year  business  plans  and 
future  funding  will  be  tied  to  achieving  the  results  outlined  in  the  plans. 

• the  private  sector  will  be  encouraged  to  take  over  government  services  where  it  can  do  a better  job. 

I Encouraging  innovation  and  creativity: 

i • real  incentives  will  be  provided  to  government  employees  to  encourage  new  ideas  to  improve  service  and  lower  costs, 
j • a working  group  will  be  established  to  look  at  how  government  can  change  and  improve  productivity. 

Establishing  new  partnerships: 

: • action  will  be  taken  to  remove  overlap  and  duplication  among  levels  of  government. 

j • programs  where  both  provincial  and  local  governments  are  involved  will  be  reviewed  to  clarify  roles  and  responsibilities. 

I • unnecessary  rules  and  direction  from  the  province  will  be  eliminated  so  that  local  governments  can  develop  the  best  solutions  for 

Ij  their  own  communities. 


I Those  are  the  highlights  of  the  decisions  the  provincial  government  has  made. 

' What  do  you  think? 

Is  this  enough  to  get  the  job  done  or  do  you  think  that  government  has  gone  too  far? 

I 

I 
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